potentially lifesaving care and when they will need it. Medicare should give beneficiaries not just access to medical care, but also protection from the risk of catastrophic spending. At the same time, Medicare -like any good insurance -should not cover so much care so generously that beneficiaries end up consuming too much care of questionable value and driving up costs for everyone. Thus, setting cost sharing for Medicare beneficiaries is a balancing act: too little cost sharing means patients have no incentive to spend Medicare dollars wisely; too much means Medicare fails to perform its insurance function.
How well does Medicare do at this balancing act? Not very. Medicare by itself offers only limited protection against economic ruin. The basic benefit lacks a cap on out-of-pocket spending, so beneficiaries are exposed to the risk of open-ended cost sharing that can generate substantial financial strain (or deplete assets for surviving spouses). do not propose exactly the same fixes, some of the basic ideas are the same: First, put a cap on the out-of-pocket spending that beneficiaries are responsible foras most private plans already do -so that those with no other coverage are protected from catastrophic costs. Second, restrict "first-dollar coverage" (coverage with no cost sharing by beneficiaries) in Medicare supplemental insurance, either by banning it or by imposing a surcharge on plans that provide it. This surcharge would reflect the additional cost to the Medicare program imposed by the extra use of (low-value) care by beneficiaries who face no cost sharing because of the supplemental plan -since the private premiums charged for those plans do not reflect that additional public cost.
These proposals are controversial. The Medicare Catastrophic Coverage Act of 1988, which would have capped beneficiary out-of-pocket spending, proved so controversial that, even though it was passed by Congress, it was repealed before it went into effect. Placing a cap on beneficiary cost sharing would increase program spending at a time when there is intense pressure to cut spending. Restricting first-dollar supplemental coverage would cut program spending but is politically unpopular because it requires lawmakers to tell most beneficiaries that they cannot have the insurance (often private insurance) they are used to having. Furthermore, crude cost sharing that ignores the differences in health benefits produced by different types of care could reduce consumption of highly effective care as much as it reduces consumption of low-value care, especially for low-income populations. Nonetheless, striking a better balance between spreading risk and promoting efficiency would make Medicare a better insurance program.
As a Medicare solvency crisis approaches slowly but inexorably, pressure to restructure the pro- gram in order to reduce spending will only increase. Proposed reforms are typically evaluated on the basis of how they affect the bottom line -the exhaustion date of Medicare's hospital insurance trust fund or the share of the gross domestic product devoted to Medicare. They are also evaluated on whether their burden is borne, on average, by providers or by beneficiaries. These metrics are not enough. Reforms must also be evaluated in terms of how they affect beneficiaries' risk of being exposed to high expenditures -and whether they strike a better balance between financial protection and preserving incentives to consume care wisely.
Technological innovation raises the stakes. Many new technologies are crucial for extending life and improving well-being but also create even greater uncertainty about health care spending both for individuals and for the health care system overall.
Medicare's balance between financial protection and incentives for efficient use of care would require continual adjustment even if budgetary pressures were not creating an imperative for reform.
Medicare was always intended not just to increase access to care but to protect the elderly from financial ruin. As President Lyndon Johnson said when signing Medicare into law in 1965, "No longer will illness crush and destroy the savings that [older Americans] have so carefully put away over a lifetime so that they might enjoy dignity in their later years." Indeed, the introduction of Medicare reduced out-of-pocket spending among the top quartile of spenders by 40%. 5 Will Medicare continue to fulfill this promise in decades to come? Medicare reforms that strike a balance between financial protection and incentives for efficient use of care will help to ensure that the program will be solvent for future generations without undermining the fundamental insurance value of this public insurance program.
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